Chapter 1. The MFA and eon-tariff barriers to trade 



i) Predecessors of the MFA 

During the siump of the 1930s protection against 
imports of textiles and clothing was widespread among 
Western nations. Japan in particular was seen as the 
great threat, and by 1936 Japanese exports of cotton 
textiles were subject to quantitative restrictions in 
forty markets'. This was in addition to tariff 
protection and exchange control measures. 

Following World War II, trade liberalisation 
among the leading Western countries began in the 
1950s as a result of the activities of the General 
Agreement on Tariffs and Trade (GATT) and the 
Organisation for European Economic Co-operation 
(OEEC - predecessor to the OECD). The foundation 
of the European Economic Community (EEC) and 
European Free Trade Association (EFTA) also led to 
freer trade. Textiles and clothing were affected along 
with other industries. At the same time, however, 
restrictions on imports of textiles and clothing from 
Japan, Eastern European, and developing countries 
were in many cases increased during the 1950s 2 . 

Under pressure from the USA, Japan agreed in 
1957 to a voluntary five-year limitation on cotton 
textile exports to the United States. In 1959 Hong 
Kong, India and Pakistan agreed on voluntary export 
restraints on cotton fabrics entering the United 
Kingdom market. The United States was unsuccessful 
in getting Hong Kong to restrain her exports 
voluntarily to the USA, and this led, among other 
factors, to US pressure to seek a global solution. 

In November 1959, the United States raised 
with GATT the problem of ‘market disruption’ due to 
sudden large increases of imports from low-wage 
countries. A GATT working party reported in 1960 
that a problem existed, and that in the absence of 
adequate safeguards it was unlikely that the countries 
concerned would abandon the measures they were 
employing in contravention of the General 

Agreement. A definition of market disruption was 
then adopted which opened the way for a new textile 
and clothing regime, under the auspices of GATT, 
which was exempt from many of its normal rules. 

Against this background, a conference of the 
leading textile exporting and importing countries 
agreed to implement, in July 1961, a Short Term 
Arrangement (STA) in cotton textiles and clothing. 
This permitted interim quantitative restrictions in the 
face of market disruption for one year, pending 
negotiation of a longer-term arrangement. A 
Long-Term Arrangement Regarding International 



Trade in Cotton Textiles (LTA) was reached in 
February 1962. 

The LTA was initially for five years. It was 
extended in 1967 for three years, and again in 1970 
for a further three years. A final extension of three 
months took it to 1974 (the beginning of the MFA). 
The LTA was to be strictly limited to cotton textiles 
and clothing (defined as textile products in which 
cotton represented over 50% of the fibre content by 
weight or by value). Handloom fabrics were 
exempted, but this did not extend in the UK to 
hand-knitted goods. 

Under the LTA, countries maintaining 
restrictions outside GATT rules were required to relax 
them, and new quantitative restrictions were 
permitted only when the importing country was 
facing, or was threatened with, a situation of market 
disruption from products or from sources previously 
unrestrained. These restrictions could be employed 
with the agreement of the exporting country or 
unilaterally in cases of disagreement. Quota levels for 
individual items could not be less than actual imports 
during the previous period, and were normally 
increased by 5% per annum. 

Article 4 of the LTA contained a provision which 
permitted bilateral arrangements on other terms ‘not 
inconsistent’ with the objectives of the LTA. This 
enabled countries to impose import restrictions even 
when they were not threatened with market 
disruption. 

The provisions of the LTA violated the main 
principle of the GATT - that of non-discrimination - 
and by-passed its main safeguards clause, 
Article XIX, which permitted emergency action 
against sudden surges of imports of a particular 
product, provided that compensation was paid. The 
LTA was however accepted by GATT, and negotiated 
under GATT auspices, as a lesser evil than what 
might otherwise have occurred: uncontrolled 

restrictions by the developed countries, or forced 
‘voluntary’ restraints by the developing countries. The 
developing countries would, it was hoped, fare better 
under the internationally agreed LTA than under the 
likely alternative. 

The EEC as such acceded to the LTA in 1970. 
In the first phase of the LTA many European 
countries maintained some of their existing 

restrictions, while the USA and Canada relied more 
heavily on LTA arrangements. The United States 
resorted at first to many unilateral restraints, which 
were subsequently converted into bilateral 
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